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REF: CANBERRA 6698 

1 . DEPT RECOGNIZES PRECIPITOUS NATURE OF US CANCELLATION 
OF CIV AIR TALKS BUT BELIEVED HOLDING TALKS WOULD NOT HAVE 
BEEN PRODUCTIVE AND, IN FACT, WOULD HAVE BEEN DETRIMENTAL 
TO US INTERESTS. CONSENSUS REACHED AT AUG 21 INTERAGENCY 
MEETING WAS THAT ONLY OPTION OPEN TO US LEADING TO CON- 
TINENTAL'S ENTRY INTO AUSTRALIAN MARKET WOULD BE TO FOLLOW 
PROCEDURES SET FORTH IN 1971 MEMORANDUM OF UNDERSTANDING. 
HOWEVER, KEY TO SUCCESS OF THIS SCENARIO IS READINESS OF 
CONTINENTAL TO INAUGURATE SERVICE NOT LONG AFTER THE 60-DAY 
PRENOTIFICATION REQUIRED IN THE 1971 UNDERSTANDING FOR 
CAPACITY INCREASES. UNFORTUNATELY, CONTINENTAL REQUIRES 
AT LEAST SIX MONTHS PREPARATION TO INITIATE SERVICE TO 
AUSTRALIA. THEREFORE, IF USG HAD INSISTED ON CONTINENTAL'S 
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BEGINNING OPERATING DURING AUGUST NEGOTIATIONS, GOA COULD 
HAVE GIVEN 6 MONTHS NOTICE AND MOU WOULD HAVE BEEN TERMI- 
NATED BEFORE CONTINENTAL EVEN STARTED OPERATIONS. IT IS 
FEARED THAT, IN ABSENCE OF UNDERSTANDING, GOA WOULD THEN 
FEEL FREE TO DISAPPROVE CONTINENTAL'S SCHEDULES UNILATE- 
RALLY. IF US DEL DID NOT ANNOUNCE CONTINENTAL'S PLANS IN 
AUGUST TALKS. POSITIONS WOULD HAVE REMAINED DEADLOCKED AND 
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WOULD HAVE 

SERVED NO PURPOSE. IN ADDITION, INTERAGENCY GROUP AGREED 
IT WOULD BE BEST TO COMPLETE ARRANGEMENTS WITH FIJI AND 
NEW ZEALAND BEFORE MEETING WITH AUSTRALIA SO THAT IF GOA 
MOVES TO ABROGATE AIR TRANSPORT AGREEMENT AS WELL AS 
UNDERSTANDING, CONTINENTAL WILL BE ABLE TO CONTINUE SERVICE 
TO SOUTH PACIFIC. DEPARTMENT HAS ALREADY CABLED SUVA AND 
WELLINGTON INQUIRING AS TO POSSIBILITY OF TALKS IN LATE 
SEPTEMBER/EARLY OCTOBER. FYI, CONTINENTAL IS MOVING AHEAD 
WITH ITS STARTUP PREPARATIONS. USG IS PRESENTLY CONSIDER- 
ING POSSIBILITY OF CALLING FOR TALKS IN FEB 1979 BUT 
EMBASSY SHOULD WAIT FOR DEPT'S INSTRUCTION BEFORE APPROACH- 
ING GOA. END CONFIDENTIAL. 

2. BEGIN UNCLASSIFIED. FOLLOWING SECTION CONTAINS MATE- 
RIAL FOR USICA BACKGROUNDER: USG DEEPLY REGRETTED NECES- 
SITY TO ASK FOR POSTPONEMENT OF CIVIL AVIATION TALKS THAT 
WERE TO START IN WASHINGTON ON AUG 28. CONTINENTAL AIR- 
LINES' NOTIFICATION THAT ITS STARTUP PERIOD WILL BE LONGER 
THAN HAD BEEN ANTICIPATED AND THE NON-ISSUANCE BY THE GOA 
OF ITS INTERNATIONAL CIVIL AVIATION POLICY REVIEW, MADE IT 
IMPRACTICAL TO HOLD THE TALKS AT THE SCHEDULED TIME. 

HOWEVER, THE USG LOOKS FORWARD TO HOLDING TALKS WITH THE 
AUSTRALIAN GOVERNMENT LEADING TO AN UNDERSTANDING NOT ONLY 
REGARDING THE ENTRY OF CONTINENTAL AIRLINES BUT ALSO, 
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HOPEFULLY, ON THE NEW LOW FARE/COMPETITIVE ENVIRONMENT 
ENVISAGED BY THE RECENTLY ISSUED US INTERNATIONAL AVIATION 
POLICY. 

3. BOTH US AIRLINES. PAN AMERICAN AND CONTINENTAL, SUPPORT 
THE USG'S POLICY ON LOWER FARES. IN STEP WITH THE GROWING 
INTEREST IN THE AUSTRALIAN MARKET FOR THIS TYPE OF LOWER 
FARE, PAN AMERICAN HAS TWICE FILED ITS "BUDGET" FARE WITH 

THE AUSTRALIAN GOVERNMENT. UNFORTUNATELY THESE FARES WERE 
DISAPPROVED BY THE AUSTRALIAN GOVERNMENT. CONTINENTAL'S 
REPUTATION AS A LEADER IN INNOVATIVE LOW FARES WAS ONE OF 
THE MAJOR REASONS IT WAS DESIGNATED TO SERVE THE SOUTH 
PACIFIC. 

4. THE USG BELIEVES ITS COMPETITIVE LOW FARE POLICIES ARE 
BENEFICIAL TO THE CONSUMER PUBLIC AND ESPECIALLY TO THE 
TRAVELER AND SHIPPER OF THE SMALLER MARKETS WHOSE ABILITY 
TO USE AIR TRANSPORT HAS BEEN OBSTRUCTED BY ARTIFICIALLY 
HIGH COSTS. THESE POLICIES HAVE ALSO BENEFITED THE AIR- 
LINES. THE COMMERCIAL EFFECT OF LOWER FARES AND A BROADER 
COMPETITIVE ENVIRONMENT WHERE THEY HAVE BEEN INTRODUCED IN 
THE NORTH ATLANTIC AND THE UNITED STATES HAS BEEN HIGHLY 
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FAVORABLE TO THE PARTICIPATING AIRLINES-BOTH THOSE OF THE 
UNITED STATES AND OF THIRD COUNTRIES. 

5. IT IS EXPECTED THAT THESE POLICIES WILL HAVE A SIMILAR 
EFFECT IN THE PACIFIC AND THE USG HOPES ITS NEGOTIATIONS 
WITH THE AUSTRALIAN GOVERNMENT WILL BE THE FIRST STEP IN 
THIS DIRECTION. 

6. USICA MAY ALSO WISH TO USE MATERIAL SENT SEPTEL ON 

US POLICY FOR CONDUCT OF INTERNATIONAL AIR TRANSPORTATION 
NEGOTIATIONS. CHRISTOPHER 

CONFIDENTIAL 


NNN 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 jan 1994 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: NEGOTIATIONS, AVIATION AGREEMENTS 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 25 aug 1978 

Decaption Date: 01 jan 1960 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 20 Mar 2014 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1978STATE216582 
Document Source: CORE 
Document Unique ID: 00 
Drafter: TJROESCFLLO 
Enclosure: DG ALTERED 
Executive Order: GS 
Errors: N/A 
Expiration: 

Film Number: D780348-0999 
Format: TEL 
From: STATE 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1978/newtext/t19780822/aaaaaskq.tel 

Line Count: 126 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: e04d755b-c288-dd11-92da-001cc4696bcc 
Office: ORIGIN EB 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: n/a 
Reference: 78 CANBERRA 6698 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 29 apr 2005 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 1618215 
Secure: OPEN 
Status: NATIVE 

Subject: CIVAIR: POSTPONEMENT OF US-AUSTRALIA NEGOTIATIONS 
TAGS: EAIR, AS, US 
To: CANBERRA 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/e04d755b-c288-dd1 1-92da-001cc4696bcc 
Review Markings: 

Sheryl P. Walter 
Declassified/Released 
US Department of State 
EO Systematic Review 
20 Mar 2014 

Markings: Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 


Sheryl P. Walter Declassified/Released US Department of State EO Systematic Review 20 Mar 2014 



